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Message Text 

LIMITED OFFICIAL USE 

PAGE 01 MEXICO 14310 302141Z 
ACTION ARA-14 

INFO OCT-01 EUR- 1 2 ISO-OO SP-02 ICA-11 AID-05 EB-08 
NSC-05 SS-15 STR-07 OMB-01 CEA-01 CIAE-00 COME-OO 
FRB-03 INR-10 NSAE-00 XMB-02 OPIC-03 LAB-04 
SIL-01 PA-01 /106W 

028967 312045Z/13 

R 302126Z AUG 78 
FM AMEMBASSY MEXICO 
TO SECSTATE WASHDC 2382 
INFO TREASURY WASHDC 
AMEMBASSY LONDON 


LIMITED OFFICIAL USE MEXICO 14310 

EO 11652: N/A 
TAGS: EFINMX 

SUBJECT: GOM STUDIES TWO BILLION LOAN 

1 . GOM TREASURY OFFICIALS HAVE BEEN DISCUSSING WITH 
FOREIGN BANKERS POSSIBLE TWO BILLION FIVE-YEAR EURO-DOLLAR 
LOAN. THE OSTENSIBLE PURPOSES OF THE LOAN WOULD BE TO 
FUND SHORT TERM INDEBTEDNESS OF PUBLIC SECTOR AGENCIES AND 
TO STRENGTHEN TREASURY CONTROL OVER FOREIGN BORROWING 
ACTIVITIES OF THE PUBLIC SECTOR. 

2. TREASURY OFFICIALS WHO INITIATED THE IDEA ARE PROPOSING 
VERY LOW RATES. ONE-THIRD OF ONE PERCENT OVER LIBOR FOR 
FIRST TWO YEARS AND THREE-EIGHTHS OF ONE PERCENT OVER LIBOR 
FOR LAST THREE YEARS. WHEREAS PUBLIC SECTOR AGENCIES HAVE 
BEEN BORROWING MEDIUM-TERM FUNDS AT JUST UNDER ONE PERCENT 
OVER LIBOR. GOM OFFICIALS APPEAR TO BELIEVE THEY CAN GET 
LOWER RATES ON THIS ISSUE BECAUSE IT WOULD REPLACE CHEAP 
SHORT-TERM INDEBTEDNESS. GOM ALSO PROPOSING THAT THERE BE 
NO AGENT BANK, BUT THAT THERE BE A ONE-HALF OF ONE PERCENT 
COMMITMENT FEE. TREASURY IS SAYING THAT THEY WOULD NOT 
LIMITED OFFICIAL USE 
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PAGE 02 MEXICO 14310 302141Z 

DRAW DOWN THE ENTIRE LOAN AT ONCE BUT RATHER USE IT ONLY 
WHEN NECESSARY TO REFUND A PUBLIC SECTOR AGENCY’S INDEBTED- 
NESS. THIS WOULD INCREASE TREASURY'S CONTROL OVER THE 
EXTERNAL DEBT OF THESE ENTITIES. 

3. THE PRESS HAS PICKED UP REPORTS ON THIS POSSIBLE LOAN, 

BUT GOM OFFICIALS ARE RELUCTANT TO DISCUSS IT, SAYING 
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PRIVATELY IT IS ONLY AN IDEA AT THIS STAGE. MOST OF THE 
ABOVE INFORMATION HAS COME FROM FOREIGN BANKERS WHO APPEAR 
NEGATIVE ON THE CONCEPT, PARTICULARLY BECAUSE OF THE PRO- 
POSED RATES. IF THIS LOAN IS REALIZED IT WOULD BE THE 
LARGEST SINGLE BORROWING BY MEXICO. MCANINCH 
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